In the business world, financial information disseminated by companies reveals an undeniable importance, and this is an unavoidable necessity for any decision-making of the various stakeholders (investors, lenders, customers, employees, public authorities, etc.). This study aims to determine the nature of the impact of the introduction of an audit committee on the financial reporting quality, in particular the earnings management, in the banking context. Through the static panel method and a sample of all Tunisian commercial banks, over a period from 2001 to 2014, the study shows, surprisingly, that the audit committee is a catalyst for earnings management.
Introduction
In the business world, the financial information disseminated by companies reveals an undeniable importance, and this is an unavoidable necessity for any decision-making of the various stakeholders (Investors, lenders, customers, employees, public authorities, etc.) . In this regard, Smith (2001, 2003) point out that financial information is the basis for the capital market participants' investment decision. It is concomitantly useful for business owners and regulators and assistants to determine the company's past performance predict its future and control the actions of managers. However, the reality is far from this idyllic scheme. The multiplications of financial crises, spectacular bankruptcies and financial and economic scandals that have ravaged most of the world's economies have cast doubt on the financial reporting quality disclosed. In fact, managers are constantly manipulating accounting information thanks to the room for maneuver they hold without distorting regulation, for reasons that do not include reducing financing costs and maximizing their wealth. In this regard, Brown (2011) reveals that the accounting scandals that have occurred in the international financial communities have increased the criticism of the financial reporting quality. Zimmerman (1986, 1990) explain that it is the flexibility of the rules that allows managers to exercise judgment in publishing earnings based on discretionary objectives. Carassus and Cormier (2003) , for their part, support the idea that the existence of accounting manipulations, through the earnings management, questioned the question of the trust in the financial reporting quality disclosed, in particular the earnings quality.
Thus, recently, an immense literature and many researches arise on the earnings management and its impact on the financial reporting quality disclosed by the banks. In addition, according to Macey and O'Hara (2003) , the specificities of the banking sector and the importance of the asymmetry of information and governance persist. As a result, the establishment of external but also internal governance mechanisms is a priority for banks. The main purpose of these monitoring mechanisms, control the activity of the managers and limit his opportunistic behavior.
It is in this context that the introduction of an audit committee in each type of companies has become indispensable. The SOX Act 2002 and the 8th European Directive, which aims to improve the governance of companies and banks, strengthens the role and the authority of audit committee.
The objective of this document would then be to detect the effect of the audit committee's presence on the quality ass.ccsenet.org Asian Social Science Vol. 15, No. 8 2019 87 of financial information, particularly on earnings management in banks.
For that, this paper will be organized as follows. The second section is devoted to the literature review and hypotheses development. The third section is reserved for the research methodology. In the fourth section, the empirical results are presented and in the last section we present the conclusion.
Literature Review and Hypotheses Development
Studies on the effect of governance mechanisms, particularly the audit committee, on the quality of disclosed financial information are becoming increasingly important, particularly in the wake of financial crises and scandals that have disrupted most world economies over the past two decades.
An in-depth review of the empirical research conducted by Piot and Kermiche (2009) admits the divergence of the results of work on this topic. In this context, Mazzola et al. (2011) show that the role of the audit committee is fundamental and effective in reducing earnings management after the introduction of IFRS. McMullen (1996) has previously demonstrated that the existence of the audit committee reduces the frequency of errors and irregularities in the financial statements. Uzun et al. (2004) validate this fact, confirming that the presence of the audit committee prevents fraud and limits the opportunistic management of results.
In Australia, Davidson et al. (2005) , certify through their empirical study that the presence of an audit committee reduces the propensity to publish a low-growth result, a practice that presupposes the opportunistic management of accounting figures. For their part, Jaggi and Leung (2007) attest that the presence of an audit committee within a company can limit earning management. Similarly, in Hong Kong, where most businesses are concentrated and often owned by families, Jaggi and Leung (2007) argue that the presence of the audit committee prevents fraud. Baxter and Cotter (2009) also prove, in the Australian context, that the presence of an audit committee has a disciplinary effect translating by the reduction of earning management.
For banks, it is important to note that studies on the audit committee's impact on earning management are very limited. In this context, in a sample of Islamic banks in the Middle East, Ben Othman and Mersni (2016) confirm the role of the audit committee in limiting the discretionary behavior of managers. Similarly, by studying the impact of the audit committee on discretionary practices in a sample of Nigerian and Malaysian banks over a period from 2007 to 2011, Ahmed et al. (2013) found that this mechanism limited the opportunistic behavior of managers of these banks.
However, Menon and Williams (1994) demonstrate that the mere existence of the audit committee is not necessarily equivalent to effectiveness and the fact that the board relies on this committee to improve its ability to control. On their part, Peasnell et al. (2000) showed that there was no significant relationship between the audit committee and the earning management in a sample of UK companies. From the same perspective, Davidson et al. (2005) found in their first model a non-significant relationship between the audit committee and earning management.
For its part, Alves (2013) , from a sample of 33 non-financial corporations established in Portugal over a period from 2003 to 2009, asserts that the existence of the audit committee only accentuates the problem of earning management. More recently, Chen et al. (2015) wondering whether Japanese companies adopting audit committees could improve the quality of results. They showed that improving the quality of earnings cannot be achieved simply by setting up an audit committee. These authors indicate that many Japanese companies can adopt the audit committee as a fashionable "label" without protecting shareholder interests.
Thus, just as Davidson et al. (2005) , Jaggi and Leung (2007) , and Ben Othman and Mersni (2016), we expect, in this research, a negative association between the presence of the audit committee and the earning management in Tunisian banks.
From the above developments, we then put the following hypothesis:
The presence of an audit committee has a negative impact on discretionary loan loss provisions in Tunisian commercial banks.
Research Methodology

Sample and Data
To test our hypothesis, we used a sample of all Tunisian commercial banks. The analysis period ranges from 2001 to 2014. That is 140 observations. NDLLPit: Non-discretionary loan loss provisions of bank i to year t divided by total loans in year t-1
Variables Measurement
In fact, we will use three variables to calculate non-discretionary loan loss provisions, namely: non-performing loans (NPL), the variation of non-performing loans (∆NPL), and the variation of loans (∆LOAN) -Interest variable: presence of audit committee (COM)
Like Beasley (1996) , Dechow et al (1996) , Jaggi and Leung (2007) , Janin and Piot (2008) and Ben Othmen and Mersni (2016), we will measure audit committee' existence (COM) by a dichotomous variable which takes the value 1 if there is an audit committee within the bank and 0 otherwise.
Control variables *The accounting performance of bank (ROA):
In the manner of Kothari et al. (2005) , we measure the accounting performance by the return on assets (ROA), which is used as an additional indicator associated with business risks.
*The bank size (LASSET)
In this work, we will use the natural logarithm of the total assets of the firm as a measure of the size of the bank (Kanagaretnam et al., 2004) .
*Audit quality (BIG)
In our study, we will measure the audit quality by a dichotomous variable that takes the value 1 if the external auditor belongs to the group BIG 4 and 0 otherwise. In fact, according to Pittman and Fortin (2004) , belonging to auditors (Big4), improves the quality of accounting disclosure of companies, reduces information asymmetry and uncertainty partners of the company, as well as the opportunistic behavior of the managers (Peasnell et al., 2005 ).
*The bank age (AGE)
The bank age is also expected to help reduce earnings management because of the experience gained by the bank's management. We propose to measure this variable by the logarithm of the number of years of exercise of the firm (Ben Cheikh & Zarai, 2008) .
Models Estimation
The objective of this study is to identify the impact of the mere existence of the Audit Committee on earnings management in Tunisian commercial banks. To do this, we will follow two steps. In fact, our approach is identical to of Kanargaretnam et al. (2004) The first model:
First at all, it is very useful to point out that the ultimate objective of this first model is to determine the level of discretionary provisions within Tunisian banks.
The loan loss provisions are thus broken down into two parts: the first part reflects the normal or non-discretionary component (NDLLP) assumed to be influenced by the provision policy in banks and the second part represents the residual part (the discretionary component of this variable: DLLP).
Equation (1) represents the first model to estimate:
The estimate of equation 1 gives us the non-discretionary loan loss provisions:
Thus:
Using the discretionary provisions calculated following the estimation of the first model above, we proceed with the regression of the audit committee variable and other control variables to test their effect on the discretionary provisions. Thus, for this second model: the variable of interest is "the presence of the audit committee" (COM) and the control variables are: the return on assets (ROA), the size of the bank (LASSET) , the quality of the audit (BIG) and the age of the bank (AGE).
Hence, following model that will allow us to verify our research hypotheses. This model is inspired by Alves (2013) .
Results and Discussion
Descriptive Statistics
The Table 1 presents the descriptive statistics of the variables used in this research work: Thus, the results show that, on average, in the Tunisian commercial banks that are the subject of our study, the discretionary loan loss provisions divided by total loans represent -6.96e-12 % with a maximum of 13.01%. The accounting performance (return on assets) averages 0.78% with a maximum value of 3.1% and a minimum value of (-8.8% ). This allows us to note that the banks in our sample have a low performance on average. The standard deviation of this variable is 1.12%, revealing its low volatility.
The size of the bank, as measured by the logarithm of total assets, shows an average of 14.98% with a standard deviation of 55.75%, showing that the banks in our sample have a large dispersion in terms of regards the size.
The audit quality measured by the BIG has an average of 52.14%, which indicates that about half of the banks in our sample use external auditors belonging to the BIG 4 group. The standard deviation of this variable is 50.13% revealing its high volatility.
Finally, the banks in our sample have an average age of 3.61 with a maximum of 4.04 and a minimum of 2.63.
Regression Results
The GLS estimation (corrected panel) presents the following results (see Table 2 ):
The examination of Table 2 allows us to advance the comments below. Contrary to what was expected, we find that there is a significant positive relationship at the 5% threshold between the presence of the audit committee and the discretionary provisions. This does not allow us to confirm our hypothesis. This indicates that the presence of a committee cannot constrain the discretionary behavior of managers of Tunisian commercial banks through loan loss provisions. This result suggests that one or all of the conditions of effectiveness of the audit committee is not fulfilled; and probably that members of audit committees in Tunisian banks lack the necessary accounting skills to obtain more reliable financial statements or that these committees do not perform the number of meetings sufficient (Chtourou & Ben Hassine, 2006) . Indeed, several recent research confirms that the effectiveness of the audit committee depends on its own characteristics (independence, expertise, size, activity) and not on its mere existence (Zgarni et al., 2018) . The latter is therefore a necessary but insufficient condition ass.ccsenet.org Asian Social Science Vol. 15, No. 8 2019 for limiting the opportunistic behavior of managers. COM: presence of audit committee; ROA: return on assets; LASSET: size of the bank; BIG: The belonging of the external auditor to the Big 4 group; AGE: age of the bank *** significance at 1%, ** significance at of 5% and * significance at 10%
Our result is similar to that of Alves (2013) , which finds that the presence of audit committee has a positive effect on the earnings management on a sample of non-financial companies in Portugal. Our results are also close to those of Peasnell et al. (2005) who have shown that there is no direct relationship between the presence of audit committee and the management of short-term results in the UK context. Carcello and Nagy (2004) do not validate, in their turn, the contribution of the mere existence of the audit committee to the quality of financial information disclosed. Peasnell et al. (2000) similarly showed that the presence of the audit committee does not limit the earnings management. It is rather its interaction with the composition of the board of directors that controls the discretionary behavior of the managers because the audit committees facilitate the supervisory role of the external directors of the board of directors by providing the necessary reports.
According to Alves (2013) , there are at least three possible explanations for the positive relationship between the presence of the audit committee and the earnings management. The first is that members of the audit committee may be faced with a problem of information asymmetry, with less information on the elements they supervise than on management. The second is that members of the audit committee can be so inefficient, mainly because of multiple mandates and lack of knowledge that prevents them from understanding accounting information and if the accounting judgments made by managers are appropriate. A third possible explanation for this result may relate to the absence of effective audit committees in terms of independence, expertise, number of meetings and size. Indeed, several studies including those of Bukit and Iskandar, (2009 ), Chang and Sun (2009 ) and Sierra García et al. (2012 state that the independence of the audit committee constrains the earnings management. Other authors including, Dhaliwal et al. (2010) and Sierra García et al. (2012) show that the expertise of the audit committee plays an important role in limiting the earnings management. In addition, Saleh et al. (2007) showed that audit committee meetings reduce managerial discretion.
Our results differ from those found by Ahmed et al. (2013) who studied the effect of the audit committee and the board of directors on the earnings management in a sample of Nigerian and Malaysian banks over a period from 2007 to 2011 and which showed that this mechanism limits discretionary behavior of managers in these banks. These results are also opposed to those found by Ben Othman and Mersni (2016). Indeed, these authors confirm the role of the audit committee in limiting the discretionary behavior of managers in Islamic banks in the Middle East region. By the same token, we also disagree with the results of Sun et al. (2014) , which prove that the audit committee plays a leading role in improving the quality of accounting information. This result is not also consistent with that of Beasley et al. (2000) on financial institutions.
We are also divergent from the results of studies by DeFond and Jiambalvo (1991) and McMullen (1996) , showing that the presence of the audit committee plays an important role in improving the reliability of the disclosed financial information. Similarly, our result contradicts the one found by Dechow et al. (1996) . Indeed, these authors have proved the fundamental role of the audit committee in limiting violations of accounting principles. McMullen (1996) and Uzun et al. (2004) also confirmed that the presence of the audit committee within companies is an effective fraud prevention mechanism that improves the quality of financial information disclosed.
These results also seem to contradict those found by Piot and Janin (2007) who showed that the audit committee' presence limits the upward earnings management in French companies. In this same context, Souid and Stepniewski (2010) proved that the presence of the audit committee limits the discretionary behavior of managers. This has also been demonstrated through the Davidson et al. (2005) in an Australian context.
With respect to the relationship between the bank's accounting performance and discretionary provisions, we find a significant negative effect of this variable on discretionary provisions for Tunisian commercial banks. These results agree with the one found by Bhat (1996) who showed that the banks that manipulate their earnings perform poorly. The size of the bank seems to have a significant negative effect on the discretionary provisions in our sample. Regarding the of external audit quality measured by the auditor's membership in one of the BIG 4 networks, the results of the regression show the non-significant negative effect of this variable on the discretionary provisions in our sample. Regarding the age of the bank, this variable has a significant negative effect on managerial discretion.
Conclusion
This study aims was to determine the nature of the impact of the introduction of an audit committee on the financial reporting quality, in particular earnings management practices in the banking context. The results confirmed that the audit committee' existence does not allow for a disciplinary role with respect to discretionary practices. The empirical results we have achieved, which are in the same vein as those reported by Alves (2013) , show that the presence of the audit committee has a positive and significant effect on earnings management. This positive effect fails to approve the benefits of the audit committee. Unlike the agency theory, the audit committee' presence only reinforces the problem of earning management. This may be due to the fact that the audit committees of Tunisian banks do not respect the efficiency conditions recommended by the law.
A study of the impact of the various conditions of the audit committee' effectiveness, (Zgarni et al., 2018) particularly its expertise, on the earning management, could possibly bring us more in-depth conclusions. Finally, this present research does not lack limits. The main limitation refers to the small size of the sample. This calls for future comparative research between Tunisian banks and those of other developing countries.
